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institution as defined in section 3 of
the act (12 U.S.C. 1813(c)(2)) or is eligi-
ble to apply to become an insured de-
pository institution under section 5 of
the act (12 U.S.C. 15(a)).

(2) The term depository institution
does not include a financial institution
that is not required to maintain re-
serves under §204.1(c)(4) of Regulation
D (12 CFR 204.1(c)(4)) because it is orga-
nized solely to do business with other
financial institutions, is owned pri-
marily by the financial institutions
with which it does business, and does
not do business with the general pub-
lic.

(d) Transaction account and nonper-
sonal time deposit have the meanings
specified in Regulation D (12 CFR part
204).

(e) Undercapitaliced insured depository
institution means any insured deposi-
tory institution as defined in section 3
of the FDI Act (12 U.S.C. 1813(c)(2))
that:

(1) Is not a critically undercapital-
ized insured depository institution; and

(2)(i) Is deemed to be undercapital-
ized under section 38 of the FDI Act (12
U.S.C. 1831lo(b)(1)(C)) and its imple-
menting regulations; or

(ii) Has received from its appropriate
federal banking agency a composite
CAMELS rating of 5 under the Uniform
Financial Institutions Rating System
(or an equivalent rating by its appro-
priate federal banking agency under a
comparable rating system) as of the
most recent examination of such insti-
tution.

(f) Viable, with respect to a deposi-
tory institution, means that the Board
of Governors or the appropriate federal
banking agency has determined, giving
due regard to the economic conditions
and circumstances in the market in
which the institution operates, that
the institution is not critically under-
capitalized, is not expected to become
critically undercapitalized, and is not
expected to be placed in conservator-
ship or receivership. Although there
are a number of criteria that may be
used to determine viability, the Board
of Governors believes that ordinarily
an undercapitalized insured depository
institution is viable if the appropriate
federal banking agency has accepted a
capital restoration plan for the deposi-
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tory institution under 12 TU.S.C.
18310(e)(2) and the depository institu-
tion is complying with that plan.

[Reg. A, 67 FR 67785, Nov. 7, 2002]

§201.3 Extensions of credit generally.

(a) Advances to and discounts for a de-
pository institution. (1) A Federal Re-
serve Bank may lend to a depository
institution either by making an ad-
vance secured by acceptable collateral
under §201.4 of this part or by dis-
counting certain types of paper. A Fed-
eral Reserve Bank generally extends
credit by making an advance.

(2) An advance to a depository insti-
tution must be secured to the satisfac-
tion of the Federal Reserve Bank that
makes the advance. Satisfactory col-
lateral generally includes TUnited
States government and federal-agency
securities, and, if of acceptable quality,
mortgage notes covering one-to four-
family residences, state and local gov-
ernment securities, and business, con-
sumer, and other customer notes.

(3) If a Federal Reserve Bank con-
cludes that a discount would meet the
needs of a depository institution or an
institution described in section 13A of
the Federal Reserve Act (12 U.S.C. 349)
more effectively, the Reserve Bank
may discount any paper indorsed by
the institution, provided the paper
meets the requirements specified in the
Federal Reserve Act.

(b) No obligation to make advances or
discounts. This section does not entitle
any person or entity to obtain any
credit or any increase, renewal or ex-
tension of maturity of any credit from
a Federal Reserve Bank.

(c) Information requirements. (1) Before
extending credit to a depository insti-
tution, a Federal Reserve Bank should
determine if the institution is an
undercapitalized insured depository in-
stitution or a critically undercapital-
ized insured depository institution and,
if so, follow the lending procedures
specified in §201.5.

(2) Each Federal Reserve Bank shall
require any information it believes ap-
propriate or desirable to ensure that
assets tendered as collateral for ad-
vances or for discount are acceptable
and that the borrower uses the credit
provided in a manner consistent with
this part.
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(3) Each Federal Reserve Bank shall:

(i) Keep itself informed of the general
character and amount of the loans and
investments of a depository institution
as provided in section 4(8) of the Fed-
eral Reserve Act (12 U.S.C. 301); and

(ii) Consider such information in de-
termining whether to extend credit.

(d) Indirect credit for others. Except for
depository institutions that receive
primary credit as described in §201.4(a),
no depository institution shall act as
the medium or agent of another deposi-
tory institution in receiving Federal
Reserve credit except with the permis-
sion of the Federal Reserve Bank ex-
tending credit.

(e) Credit ratings for Term Asset-
Backed Securities Loan Facility (TALF).
(1) If the Board requires that a TALF
advance, discount, or other extension
of credit be against collateral (other
than commercial mortgage-backed se-
curities) that is rated by one or more
credit rating agencies, the Federal Re-
serve Bank of New York may only ac-
cept the ratings of any credit rating
agency that:

(i) Is registered with the Securities
and Exchange Commission as a Nation-
ally Recognized Statistical Rating Or-
ganization for issuers of asset-backed
securities;

(ii) Has a current and publicly avail-
able rating methodology specific to
asset-backed securities in the par-
ticular TALF asset sector (as defined
in the TALF haircut schedule) for
which it wishes its ratings to be ac-
cepted; and

(iii) Demonstrates that it has suffi-
cient experience to provide credit rat-
ings that would assist in the Federal
Reserve Bank of New York’s risk as-
sessment on the most senior classes of
newly issued asset-backed securities in
the particular TALF asset sector by
having made public or made available
to a paying subscriber base, since Sep-
tember 30, 2006, ratings on at least ten
transactions denominated in U.S. dol-
lars within the particular category to
which the particular TALF asset sector
is assigned as set out below—

(A) Category l—auto, floorplan, and
equipment TALF sectors;

(B) Category 2—credit card and insur-
ance premium finance TALF sectors;
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(C) Category 3—mortgage servicing
advances TALF sector; and

(D) Category 4—student loans TALF
sector.

(2) For purposes of the requirement
in paragraph (e)(1)(iii) of this section,
ratings on residential mortgage-backed
securities may be included in Category
3 (servicer advances).

(3) The Federal Reserve Bank of New
York may in its discretion review at
any time the eligibility of a credit rat-
ing agency to rate one or more types of
assets being offered as collateral.

(4) Process. (i) Credit rating agencies
that wish to have their ratings accept-
ed for TALF transactions should send a
written notice to the Credit, Invest-
ment, and Payment Risk group of the
Federal Reserve Bank of New York in-
cluding information on the factors list-
ed in paragraph (e)(1) of this section
with respect to each TALF asset sector
for which they wish their ratings to be
accepted.

(ii) The Federal Reserve Bank of New
York will notify the submitter within 5
business days of receipt of a submission
whether additional information needs
to be submitted.

(iii) Within 5 business days of receipt
of all information necessary to evalu-
ate a credit rating agency pursuant to
the factors set out in paragraph (e)(1)
of this section, the Federal Reserve
Bank of New York will notify the cred-
it rating agency regarding its eligi-
bility.

(5) Conditions. The Federal Reserve
Bank of New York may accept credit
ratings under this subsection only from
a credit rating agency that agrees to—

(i) Discuss with the Federal Reserve
its views of the credit risk of any
transaction within the TALF asset sec-
tor that has been submitted to TALF
and upon which the credit rating agen-
cy is being or has been consulted by
the issuer; and

(ii) Provide any information re-
quested by the Federal Reserve for the
purpose of determining that the credit
rating agency continues to meet the
eligibility requirements under para-
graph (e)(1) of this section.

[Reg. A, 67 FR 67786, Nov. 7, 2002, as amended
at 74 FR 65016, Dec. 9, 2009; 80 FR 78965, Dec.
18, 2015]



		Superintendent of Documents
	2016-07-08T08:59:40-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




